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the initial contract rents in the 
amount determined by the HA (or the 
HUD field office for HA owned units or 
projects financed with a HUD insured 
or coinsured multifamily mortgage), 
and may require the owner to remedy 
any deficiencies, prior to, and as a con-
dition for, acceptance of the units. Ini-
tial contract rents, however, must not 
be increased because of any change 
from the work specified in the Agree-
ment as originally executed. When a 
HUD insured or a HUD coinsured mul-
tifamily mortgage is used to finance 
new construction or rehabilitation of 
the units to which assistance is to be 
attached under this part 983, the HUD 
field office may lower the initial con-
tract rents to reflect any reduction in 
the amount necessary to amortize the 
insured or coinsured mortgage. 

(d) Notification of vacancies. At least 
60 days before the scheduled comple-
tion of the new construction or reha-
bilitation, the owner must notify the 
HA of any units expected to be vacant 
on the anticipated effective date of the 
HAP contract. The HA must refer to 
the owner appropriate-sized families 
from the HA waiting list. When the 
HAP contract is executed, the owner 
must notify the HA which units are va-
cant. (See also § 983.253). 

(Approved by the Office of Management and 
Budget under control number 2577–0169) 

[60 FR 34717, July 3, 1995, as amended at 60 
FR 45661, Sept. 1, 1995; 63 FR 23871, Apr. 30, 
1998]

§ 983.104 New construction or rehabili-
tation completion. 

(a) Notification of completion. The 
owner must notify the HA when the 
work is completed and submit to the 
HA the evidence of completion de-
scribed in paragraph (b) of this section. 

(b) Evidence of completion. To dem-
onstrate completion of the work the 
owner must furnish the HA with: 

(1) A certificate of occupancy or 
other official approvals as required by 
the locality. 

(2) A certification by the owner that: 
(i) The work has been completed in 

accordance with the requirements of 
the Agreement; 

(ii) There are no defects or defi-
ciencies in the work except for items of 
delayed completion which are minor or 

which are incomplete because of 
weather conditions and, in any case, do 
not preclude or affect occupancy; 

(iii) The unit(s) has been constructed 
or rehabilitated in accordance with the 
applicable zoning, building, housing 
and other codes, ordinances or regula-
tions, as modified by any waivers ob-
tained from the appropriate officials; 

(iv) Units are in compliance with the 
lead-based paint requirements in part 
35, subparts A, B, H, and R of this title; 
and 

(v) The owner has complied with any 
applicable labor standards require-
ments in the Agreement. 

(3) For projects where a HUD field of-
fice construction inspection is not re-
quired during construction, a certifi-
cation from the inspecting architect 
stating that the units have been con-
structed in accordance with the cer-
tified working drawings and specifica-
tions, housing quality standards, local 
codes and ordinances, and zoning re-
quirements. 

(c) Review and inspections. The HA 
must review the evidence of comple-
tion for compliance with paragraph (b) 
of this section. The HA also must in-
spect the unit(s) to be assisted to de-
termine that the unit(s) has been com-
pleted in accordance with the Agree-
ment, including meeting the housing 
quality standards or other standards 
approved by the HUD field office for 
the program. If the inspection discloses 
defects or deficiencies, the inspector 
must report these in detail. 

(d) Acceptance. (1) If the HA deter-
mines from the review and inspection 
that the unit(s) has been completed in 
accordance with the Agreement, the 
HA must accept the unit(s). 

(2) If there are any items of delayed 
completion that are minor items or 
that are incomplete because of weather 
conditions, and in any case that do not 
preclude or affect occupancy, and all 
other requirements of the Agreement 
have been met, the HA may accept the 
unit(s). The HA must require the owner 
to deposit in escrow with the HA funds 
in an amount the HA determines to be 
sufficient to ensure completion of the 
delayed items. The HA and owner must 
also execute a written agreement, 
specifying the schedule for completion 
of these items. If the items are not 
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completed within the agreed time pe-
riod, the HA may terminate the HAP 
contract or exercise other rights under 
the HAP contract. 

(3) If other deficiencies exist, the HA 
must determine whether and to what 
extent the deficiencies are correctable 
and whether a time extension is war-
ranted, and HUD must determine 
whether the contract rents should be 
reduced. 

(4) Otherwise, the unit(s) may not be 
accepted, and the owner must be noti-
fied with a statement of the reasons for 
nonacceptance. 

(Approved by the Office of Management and 
Budget under control number 2577–0169) 

[60 FR 34717, July 3, 1995, as amended at 60 
FR 45661, Sept. 1, 1995; 64 FR 50230, Sept. 15, 
1999]

Subpart D—Housing Assistance 
Payments Contract

§ 983.151 Housing assistance payments 
contract (HAP contract). 

(a) Required form. The HA must enter 
into a HAP contract with the owner in 
the form prescribed by HUD for assist-
ance provided under this part 983. 

(b) Term of HAP contract. (1) The ini-
tial HAP contract term may not be less 
than one year nor more than five 
years, and may not extend beyond the 
ACC expiration date for the funding 
source from which the HAP contract is 
to be funded. 

(2) The contract authority for the 
funding source must exceed the esti-
mated annual housing assistance pay-
ments for all tenant-based and project-
based HAP contracts funded from the 
funding source. 

(3) Within these limitations, the HA 
has the sole discretion to determine 
the HAP contract term. 

(c) Renewal of HAP contracts. With 
HUD field office approval and at the 
sole option of the HA, HAs may renew 
expiring HAP contracts for such period 
or periods as the HUD field office deter-
mines appropriate to achieve long-term 
affordability of the assisted housing, 
provided that the term does not extend 
beyond the ACC expiration date for the 
funding source. HAs must identify the 
funding source for renewals; different 
funding sources may be used for the 

initial term and renewal terms of the 
HAP contract. In addition to assessing 
whether the HAP contract should be 
renewed to achieve long term afford-
ability, HUD will review an HA’s re-
newal request to determine that the re-
quirements listed in § 983.3(a) will be 
satisfied, and to determine if a rent re-
duction is warranted pursuant to 24 
CFR part 12. The owner and owner’s 
successors in interest must accept all 
HAP contract renewals agreed to by 
the HA and approved by HUD. 

(d) Time of execution. The HA must 
execute the HAP contract if the HA ac-
cepts the unit(s) under § 983.104. The ef-
fective date of the HAP contract may 
not be earlier than the date of HA in-
spection and acceptance of the unit(s). 

(e) Units under lease. After com-
mencement of the HAP contract term, 
the HA must make the monthly hous-
ing assistance payments in accordance 
with the HAP contract for each unit 
occupied under lease by a family. 

(Approved by the Office of Management and 
Budget under control number 2577–0169) 

[60 FR 34717, July 3, 1995, as amended at 60 
FR 45661, Sept. 1, 1995; 63 FR 23871, Apr. 30, 
1998]

§ 983.152 Reduction of number of units 
covered by HAP contract. 

(a) Limitation on leasing to ineligible 
families. Owners must lease all assisted 
units under HAP contract to eligible 
families. Leasing of vacant, assisted 
units to ineligible tenants is a viola-
tion of the HAP contract and grounds 
for all available legal remedies, includ-
ing suspension or debarment from HUD 
programs and reduction of the number 
of units under the HAP contract, as set 
forth in paragraph (b) of this section. 
Once the HA has determined that a vio-
lation exists, the HA must notify the 
HUD field office of its determination 
and the suggested remedies. At the di-
rection of the HUD field office, the HA 
must take the appropriate action. 

(b) Reduction for failure to lease to eli-
gible families. If, at any time beginning 
180 calendar days after the effective 
date of the HAP contract, the owner 
fails for a period of 180 continuous cal-
endar days to have the assisted units 
leased to families receiving housing as-
sistance or to families who were eligi-
ble when they initially leased the unit 
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